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Emergency Drill a Touch Too Late

Investments in 2019 did very well.  Whether you were invested in stocks or bonds, the returns were 
strong and it continued into 2020.  Markets were at all-time highs and our team decided it was time to 
have an Emergency Drill with our clients as we met with them.  The bull market had charged ahead for 
the 11th year and there was no sign of slowing as new highs were achieved in February. 

We felt it was time to remind our clients of the risks involved in investing and confirm we were still alloca-
ted accordingly.  Unfortunately, I was only able to go through the exercise with 12-15 clients before the 
coronavirus hit. While many in the financial arena were expecting a correction, the abrupt end to the bull 
market shocked many.  I will say that few if any changes were made as a result of our drill.

We experienced a week where the S&P 500 was down about 11.5%, followed by multiple days of quad-
ruple digit moves in the Dow Jones Industrial Average.  We had never experienced moves of over 1,000 
points; a triple digit move used to mean something. The Dow Jones Industrial Average has lost over 
9,400 points or almost 32% from it’s high in February.  A market is said to be in a bear market when it 
drops over 20% from it’s high and this was the quickest period that it had ever happened.  Why? 

Markets don’t like uncertainty and we are in extremely uncertain times as we try to contain and mitigate 
the virus which has been labeled a Pandemic by the World Health Organization.  Sports leagues, church 
services, graduations and even weddings have been cancelled in an attempt to ‘flatten the curve’.  By 
flattening the curve we would spread out or delay it’s impact to allow our health resources to not be over-
whelmed.  If they are overwhelmed, as in Italy, the mortality rate can spike as tough decisions are made. 

While this may seem like a very scary time with the short term picture clouded, we believe it is not a time
to panic.  I remember the corporate accounting scandals that resulted in the demise of companies like 
Enron in the early 2000s.  It was difficult to have faith in the reporting done by corporations which was 
the basis for how stock shares are valued.  That uncertainty followed the 9/11 terror attacks which shook 
the country like never before.  Travis used to play baseball near the airport, and we will never forget the 
eerie silence of no planes flying overhead.  There was a bailout of the airlines after that because it was 
determined that the terror attacks would not shut down our vital businesses or thwart our way of life in 
the sky.  I find it very hard to believe this administration would allow a virus to be the cause for 
businesses to fail and to thwart our way of life. 

The credit crisis of 2008 saw clients accounts shed anywhere from 25% - 40% in value.  Many who re-
mained invested returned over 20% the following year.  That 20% was achieved after the DJIA 
dropped another 25% before turning March 9, 2009 and erasing those losses by mid-July and 
forging ahead.  Much of the drop was caused by forced selling to cover margin accounts or re-
place lost income.  It is human nature to buy high and sell low and there is no need to join the panic.  
This is a reminder of why it is important to have money in reserves to allow the investments time to re-
cover. Warren Buffett always said to be fearful when others are greedy and greedy when others are fear-
ful.  Many people, including some of our clients, are fearful and that is understandable.  It’s important to 
remember to keep a level head and not make rash decisions; the losses are only on paper if no actions 
are taken.  It is one of our toughest jobs to keep our clients invested in times like this but we are here to 
discuss your personal situation and review accounts if needed.  Feel free to call to check in but note that 
clients are not currently allowed in our office so we will need to make other arrangements by 
phone or WebEx.   The S&P 500 and the Dow Jones Industrial Average (DJIA) index are unmanaged and cannot be directly invested into.
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Securities and investment products and services offered through Waddell & Reed, Inc. (WRI), member FINRA/SIPC. The Gravlin Group is 

a separate entity from WRI. Past performance is no guarantee of future results. Investing involves risk and the potential to lose principal. 
This newsletter is meant to be general, and it is not investment or financial advice or a specific recommendation of any kind. Opinions and forward-
looking statements are subject to numerous assumptions, risks, and uncertainties, which change over time. Actual results could differ materially 
from those anticipated. Please consult your financial advisor before making financial decisions.

Subject:  COVID-19 – Client update 

To reduce the chance of exposing our clients and our team to coronavirus, we will be moving our meetings to 
phone and video conferences only, beginning immediately.  We value meeting face-to-face, but we believe it is 
wise to proceed with an abundance of caution.  In the event clients or guests do arrive at our office, they will not 
be allowed to enter.  All visitors will be instructed to contact us via phone or email.   

We will constantly review this decision but plan to keep these changes in place through March 31, 2020. 

The Gravlin Group will remain in office to service our clients and allow for uninterrupted business continuity.  
Feel free to contact a member of the team by dialing our office phone number or via our respective Waddell & 
Reed email.  As a reminder, our contact information is detailed below: 

John Gravlin: (314) 567-6700 ext. 109 johngravlin@wradvisors.com 
Travis Gravlin: (314) 567-6700 ext. 138 tjgravlin01@wradvisors.com 
Kari Stubits: (314) 567-6700 ext. 108 kstubits@wradvisors.com 

Please also feel free to contact us directly on our cell phones or via email as listed below. 

John Gravlin:  (636) 399-2035 
Travis Gravlin: (636) 399-1326 

Thank you – please take care. 
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